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SPOTLIGHTED PROGRAM

BUSINESS AND INDUSTRY

An essential component of helping to revive Missouri’s rural communities is the creation and improvement of businesses and cooperatives.  This is the primary purpose of Rural Development’s Business & Industry (B&I) Loan Guarantee Program, to create or maintain employment and improve the economic climate in rural communities.  This is achieved by expanding the local private lender’s capability to make and service loans to benefit the community.

Rather than utilizing direct federal funds under the B&I program Rural Development may guarantee up to 80 percent of a loan made by a commercial lender to start or expand a rural business or cooperative.  How does this help local lenders and businesses?

Benefits to Lenders:


· Provides lenders with another tool to expand their loan portfolio.

· Improves the economy and quality of life in rural communities.

· Reduces concerns regarding collateral/appraisal issues often found in smaller communities.

· Allows lenders to make loans above their legal lending limits (the guaranteed portion of the loan does not count against the lender’s legal lending limit).

· Guaranteed loans may be sold in the secondary market.

Benefits to Businesses:

· Higher loan amounts, lower interest rates, and longer repayment terms assist businesses that may not qualify for conventional lender financing.

· Assists a business in providing stability, growth, expansion, and rural employment.

B & I  guaranteed loans can be made in any city or town with a population of up to 50,000.  Generally, authorized lenders include Federal or State chartered banks, credit unions, insurance companies, Farm Credit Banks and some electric and telecommunications sources.  Assistance is available to individuals or virtually any legally organized entity, including a cooperative, corporation, partnership, trust or other profit or nonprofit entity, municipality, county or other political subdivision of a State.  Local economic development organizations can also be considered.  

Eligible types of businesses include manufacturing, retail, wholesale and service.  Funds can be used for:

· Construction, renovation and development

P


· Purchase land and buildings

· Purchase machinery and equipment

· Pollution control and abatement

· Startup costs and working capital (not line of credit)

· Processing and marketing facilities

· Feasibility studies prepared for the loan request

· Debt restructuring in some cases

Interest rates are negotiable between the lender and applicant and may be fixed or variable.  Normally the interest rate does not exceed 1.5% over Wall Street Prime.  Loan terms can be up to 30 years on land, buildings and permanent fixtures, 15 years or useful life on machinery and equipment and 7 years for startup working capital loans.  A one-time guarantee fee of 2% of the guaranteed portion of the loan is required to be paid by the lender and it may be passed on to the borrower.

There is a borrower equity or cash requirement.  For existing businesses with a proven track record, a minimum tangible balance sheet equity of 10% is required.  New and start up businesses must have a minimum tangible balance sheet equity of 20%.  Equity must be in the form of cash or tangible earning assets and appraisal surplus or subordinated debt can not be used.  RD AN No. 3752 (4279-B), Business and Industry Guaranteed Loan Program Calculation of Tangible Balance Sheet Equity is available to use as a guide in calculating this figure.  You may access this guide by clicking on the following link:

http://rdinit.usda.gov/regs/an/an3752.pdf
Rural Development can approve B&I Guaranteed loans up to $10 million.  However, there is not a size restriction on the business.  Missouri RD has provided guarantees on a wide variety of types and sizes of businesses.  Specific businesses we have assisted with in the last couple of years include:

· Construct new facility for an office, warehouse and shop for a cable company

· Make improvements to real estate for a business manufacturing hardwood floors

· Restructure debts of a cooperative that serves as supply source and marketing association for its farmer members

· Construct new restaurant

· Purchase meat processing and retail sales business

· Fertilizer manufacturing facility

· Construction of a sign shop

· Expand an existing auto body business

· Construct a travel center

· Purchase land and construct medical building to expand ophthalmology business

· Renovate building for development of bistro, bakery, delicatessen, winery, inn, meeting and dining facility

· Construct new manufacturing plant in an Industrial Park for a business

· Renovate building and purchase equipment for expansion of child care facility

· Restructure debts, working capital and equipment purchase for siding and gutter manufacturer

· Remodel building for convenience store

· Purchase a building and equipment for cosmetology school

· Purchase of new ambulances and equipment, provide working capital and restructure debt to an ambulance corporation

· Purchase a laundromat

These are just a few examples and there are many more.  If you have an interest in starting or planning a business, our local office will be glad to meet with you and discuss your proposal.  Additionally, our staff is available to meet with lenders to explain the program in more detail and answer questions on specific business proposals.

Additional information about this program or other USDA Rural Development programs can be obtained at:  http://www.rurdev.usda.gov/mo or you may contact your local or area  Missouri Rural Development Office.

NOTICE OF FUNDING AVAILABILITY (NOFA)

Open opportunities within USDA, Rural Development , as published in the Federal Register:

Local Dial-Up Internet Program Grant:  Provides financing to furnish local dial-up Internet access where it does not currently exist in rural communities of up to 20,000 population.  Grant funds may be utilized for the acquisition, construction, and installation of equipment, facilities and systems.  Due date: 8/20/02. More information is available at http://www.usda.gov/rus/telecom/initiatives/index_initiatives.htm.
Community Connect Broadband Grant Program:  Provision of broadband transmission service on a “community-oriented connectivity” basis.  This will be targeted to rural, economically-challenged communities. and offer a means for the deployment of broadband transmission services to rural education centers, health care providers, law enforcement agencies, etc., as well as residents and businesses. Due date: 11/05/02.  More information is available at http://www.usda.gov/rus/telecom/initiatives/index_initiatives.htm.

Distance Learning and Telemedicine Loan and Combination Loan-Grant – This program is designed specifically to meet the educational and health care needs of rural America. Due date: 8/31/02.  More information is available at http://www.usda.gov/rus/telecom/dlt/dlt.htm.

Intermediary Relending Program for Lower Mississippi Delta – Under this program, we can finance business facilities and community development projects.  This is achieved through loans made by Rural Development to intermediaries that provide loans to ultimate recipients for business facilities and community development in rural areas. Due date: 8/30/02. 

EFFORTS     REAP     REWARDS
In our April issue of this newsletter, our spotlight program was the Community Facility Loans and Grants.  Through this program, Rural Development seeks to ensure that essential facilities such as health care clinics, police and fire stations, libraries and many others, are available to all rural Missourians.  We are pleased to announce that the following communities recently received funds under the Community Facility loan or grant program:

East Prairie Nutrition Center, East Prairie –  $250,000 direct loan to provide an adequate building for the needs of their seniors.

City of Fairview – $12,870 grant  for the purchase and installation of an Early Warning System.

Wellington-Napoleon Fire Station, Inc., Wellington – $250,000 Guaranteed loan to purchase a fire station to be used by the fire protection district.

Albany Community Association, Inc., – $376,500 loan and an $18,000  grant to construct a fire station.

Ray County Library, Inc., Richmond – $911, 630 loan for the complete renovation of an existing building for use as the Ray County Library.

Lincoln County Council on Aging, Inc., Troy – $85,000  loan for the construction and equipment purchases for a new senior citizens and nutrition center.

Laclede Industries, Inc., Lebanon – $2,970   grant for the purchase and installation of a metal security fence around a disabled/ handicapped facility.

Hartville Rural Fire Protection Association, Inc., Hartville – $7,000 loan and $4,550  grant for renovation of  a tanker truck and purchase of 3 sets of breathing apparatus.

Congratulations to these organizations for their efforts in providing these essential services to their communities.  If your community has an interest in this program you should contact your local Rural Development Office
BUILDING COMMUNITIES
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Agriculture Secretary Ann M. Veneman and Housing and Urban Development (HUD) Secretary Mel Martinez paid a visit to Missouri, to the homes of recent first-time homeowners Richard and Kristina Harris, and Pamela Hanks in Troy, Missouri, on June 20, 2002. The visit was to highlight President Bush’s proclamation of June as National Homeownership Month 





http://www.rurdev.usda.gov/mo





USDA Rural Development is an Equal Opportunity Lender, Provider, and Employer.  Complaints of discrimination should be sent to:  USDA, Director, Office of Civil Rights, Washington, D.C.  20250-8410








PRIDE IN A JOB WELL DONE!
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